White-Collar Terrorism

1. Meaning of White-Collar Terrorism

e White-collar terrorism refers to acts of terror carried out not through
violence, but through economic, financial, administrative, or institutional
manipulations by individuals in positions of power, trust, or authority.

e It involves systemic, large-scale harm to society—economic instability, public
distrust, or institutional collapse—caused through non-violent but unethical
and illegal acts.

e |t is an extension of the term white-collar crime (coined by Edwin Sutherland),
but with impacts comparable to terrorism.

2. Why It’s Called “Terrorism”?

Because:
* |t destabilises society similar to traditional terrorism.
* |t erodes people’s trust in governance, markets, and institutions.

e |t threatens national security by weakening the socio-economic foundations
of the state.

e |t can cause long-term harm to millions of people without a single bullet being
fired.

Thus, it is terror without explosives.

3. Key Features

1. Non-violent but extremely harmful

2. Committed by educated, powerful individuals

3. Involves manipulation, fraud, misuse of authority
4. Difficult to detect and prosecute

5. Large-scale socio-economic impact

6. Weakens institutional integrity




4. Major Forms of White-Collar Terrorism

A. Financial Sector Manipulation

e Banking scams

Ponzi schemes

Fraudulent IPOs

Corporate accounting frauds (e.g., Satyam)

Insider trading

B. Governance & Administrative Manipulation

Policy capture by corporate lobbies

Favoritism in public procurement

Large-scale bribery networks

Manipulation of regulatory bodies

C. Tax & Fiscal Terrorism
e Deliberate creation of opaque tax regimes
e Harassment by tax officials

e Large-scale tax evasion or false claims

D. Cyber and Data Manipulation
¢ Breach of citizen data
¢ Online financial fraud

e Algorithmic manipulation affecting national markets

E. Public Health & Environment
e Adulterated drugs

e Hazardous food chains



e Industrial pollution cover-ups

These cause harm equivalent to biological or chemical attacks in effect.

5. Examples (India & Global)

(Keep these generic for UPSC writing)
e Banking NPAs crisis due to fraud loans

e Satyam accounting scandal

Enron collapse (US)

Volkswagen emission scandal

Ponzi schemes like Saradha, Rose Valley

Subprime mortgage crisis 2008

All above destabilised economies and harmed millions.

6. How White-Collar Terrorism Affects National
Security

1. Economic security weakened
- financial instability, unemployment, loss of investor confidence.

2. Erodes legitimacy of the State
- distrust in governance becomes a political threat.

3. Funds can indirectly reach violent groups
- money laundering networks.

4. Weakens rule of law
- creates a culture of impunity.

5. Can trigger social unrest
- depositors’ protests, collapse of welfare systems.

7. Why Detection Is Difficult

e High technical complexity

e Collusion at top levels



Weak oversight institutions

Legal loopholes

Slow judicial processes

Cross-border nature of financial crimes

8. Impact on Society
Economic Impact

e Loss of public money

e Banking crises

e Capital flight

e Higher taxes to compensate losses

Social Impact
e Public distrust
e Erosion of social values

e Widening inequality

Political Impact
e De-legitimisation of democratic institutions
e Strengthening of extremist narratives

e Decline in regulatory credibility

9. Why India Is Vulnerable

Large informal economy

Weak financial literacy

Dependence on public-sector banking

Regulatory capture



e Overburdened courts

e Rapid digitalisation without matching security

10. Steps to Prevent White-Collar Terrorism

A. Legal & Policy Reforms

Strengthening Prevention of Money Laundering Act (PMLA)

Effective implementation of Companies Act, 2013

Stronger Whistleblower Protection Act

Stricter penalties for corporate fraud

B. Institutional Strengthening
e Empowering SEBI, RBI, CVC, CAG
¢ Independent regulatory frameworks

e Transparent auditing systems

C. Digital & Technological Measures
e Blockchain in public procurement
¢ Real-time financial monitoring

e Strong cybersecurity protocols

D. Governance Reforms
e Reducing bureaucratic discretion
e Mandatory disclosure and transparency norms

e E-governance to minimise corruption

E. Public Awareness

e Financial literacy



e Reporting mechanisms for scams

e Transparency in corporate performance

11. Way Forward for India
e Create a National Financial Fraud Agency (on lines of FBI-SEC cooperation)
e Unified database of economic offenders
e Strengthening India’s data protection framework
¢ Global cooperation through FATF, Interpol
e Ethical training for corporate managers and civil servants

e Swift prosecution and confiscation of assets
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